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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of

Petition For Rulemaking To
Determine The Terms And Conditions
Under Which Tier 1 LECs Should Be
Permitted To Provide InterLATA
Telecommunications Services
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REPLY COMMENTS OF AMERITECH
Ameritech files its Reply Comments in support of the Petition For

Rulemaking in the above captioned matter. Ameritech believes that based
upon the record the Commission should initiate a rulemaking about whether
the provision of interLATA services (hereinafter “long-distance services”) by
local exchange carriers ("LECs) is in the public interest as proposed in the
Petition and, if so, the terms and conditions under which those LECs should

provide the services.

1. RBOC provision of long distance service is in the public
interest and adequate safeguards can be applied to prevent

Like Ameritech's Customers First Plan,] the Petition filed by five
Regional Bell Operating Companies (“RBOCs”) has the potential of
benefiting consumers by making long-distance services more competitive,
while at the same time preventing discrimination and cross-subsidy.
Comments by parties opposing the Petition do not ‘prove that the provision of
long-distance services by the RBOCs is not in the public interest, or that

adequate safeguards do not exist, or cannot be modified, which eliminate the

1Petition for a Declaratory Ruling and Related Waivers to Establish a New Regulatory Model
for the Ameritech Region (“Customers First Plan”), Case No. DA 93-481, filed March 1, 1993.
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reasonable possibility of discrimination or cross-subsidy in the provision of
those services. Rather, the Five RBOCs' Petition and the Comments of
Ameritech demonstrate that RBOC provision of long-distance services will
provide concrete benefits to consumers? and that adequate safeguards exist or
can be modified.3 For that reason, the Commission should commence a

proceeding on the Five RBOCs' Petition.4
2. TheC ission has iurisdicti he Petiti

Some parties imply that consideration of the terms and conditions
under which RBOCs should provide long-distance services should be left to
the Department of Justice and the courts. However, RBOC provision of
interstate long-distance services is within the jurisdiction of the Commission.
Sections 151 and 152 of the Communications Act state that it is the
Commission’s purpose to regulate interstate and foreign communications in
order to make available efficient, national communication services.5 Clearly,
then the Commission has the responsibility, as well as the obligation, to
regulate any provision of interstate long-distance services by RBOCs.

In addition, the Five RBOCs in their Petition and Ameritech in its
Customers First filing have already demonstrated that the courts have never

found that the Commission does not have jurisdiction in this area.

2 gee, Ameritech’s Comments at 34 for a discussion of the five public interest benefits of RBOC
provision of long distance services.

3 See, Ameritech's Comments at 5 and Ameritech's Reply Comments on the Customers First Plan
filed with the Commission on July 12, 1993, ("Ameritech's Customers First Reply Comments") at
2943.

4 The Commission however should not consolidate its consideration of Ameritech’s Customers
First Plan with the rulemaking on the Five RBOCs’ Petition because both plans are
fundamentally different. Specifically, in addition to seeking entry into the long distance
marketplace, Ameritech proposes a different market structure, waivers of certain price cap
rules, and unbundling of its local loop. Clearly, Ameritech’s Customers First Plan raises
significant issues which should be considered independently.

5 47 US.C. §§ 151, 152.



Specifically, the courts have acknowledged, and in fact have invited, the
Commission to address the issue of RBOC provision of long-distance services
under the Communications Act.é6 Consequently, the Petition is appropriately

before the Commission for consideration.

3. The Commission should disregard LDDS’ unsubstantiated
llegati ling RBOC |

In its Comments, LDDS boldly asserts it proves that “[t]he potential for
RBOC anticompetitive conduct is not merely speculation," and includes
Attachment A as alleged proof.” While Ameritech cannot speak for the other
RBOCs, the alleged practices set forth by LDDS relating to Ameritech are based
on nothing more than speculation and blatant distortions of court and
regulatory proceedings. Ameritech disputes the facts alleged by LDDS and
denies any wrongdoing. Therefore, for the numerous reasons outlined
below, the Commission should disregard these allegations.

First, LDDS does not allege that Ameritech has acted in an
anticompetitive manner against LDDS. Thus, LDDS has no first hand
knowledge or information regarding the underlying facts of the events LDDS
cites as proof of Ameritech’s alleged wrongdoing. Rather, LDDS resorts to
unsubstantiated newspaper accounts of these events, or distortions of court
and regulatory orders. Second, many of Ameritech’s alleged wrongdoings
contained in the newspaper accounts are without any corresponding
commission or court action. In this regard, none of the alleged wrongdoing
in the newspaper accounts resulted in regulatory or court proceedings in
which the facts of Ameritech’s action could be verified or substantiated.

Apparently, LDDS would have this Commission find Ameritech guilty of

6 See, Ameritech's Reply Comments filed with the Commission concerning the Customers First
Plan on July 30, 1993 at 62.

7LDDS Comments at 5-6 and Attachment A.



anticompetitive conduct based solely on newspaper accounts containing
unsubstantiated statements by other parties. Consequently, these articles
should be ignored.

Finally, in Attachment A, for those incidents which involve regulatory
or court action, LDDS resorts to blatant misrepresentation of the facts. For
example, LDDS asserts that the Ohio Supreme Court "held that Ohio Bell had
provided 'unjustly discriminatory' access rates and inferior services to
Allnet....”8 However, that is not the case. The Ohio Supreme Court never
found that Ameritech discriminated. Rather, the case involved an appeal to
the Ohio Supreme Court from a decision of the Public Utilities Commission
of Ohio (PUCO) dismissing Alinet’s complaint. The court merely found that
Allnet was entitled to a hearing before the PUCO on the allegations contained
in the complaint. Thus, the language quoted by LDDS is simply the Ohio
Supreme Court describing Allnet's allegations.? It is not a finding that Ohio
Bell had in fact discriminated. On remand, on April 15, 1993, PUCO again
dismissed Allnet’s complaint but on the substantive grounds that Ohio Bell
had not violated the law.

Another example of LDDS' distortion of the facts is its allegation that
Wisconsin Bell's refund of $28 million in "excess earnings" constituted
"overcharging ratepayers.”1® The refund simply involved "sharing" under

an incentive regulation experiment ordered by the Wisconsin Commission

8LDDS Comments at Attachment A at 1.

? See Allnet Communications v, Public Utilities Commission of Ohio, 38 Ohio St. 3d 195, 196
(1988). The complete quote from the decision is as follows, “It appears that these allegations
do set forth reasonable grounds for complaints that the services, received, the rates for those
services, and Ohio Bell’s practices are unreasonable, unjust, discriminatory and unjustly
preferential in violation of R.C. 4905.32, 4905.33 and 4905.35. The PUCO’s entry dismissing
Allnet’s complaint acknowledges that these issues need resolution. Thus the PUCO was
required by R.C. 4905.26 to set a hearing to consider the merits of Allnet’s allegations.”

10 1. DDS Comments at Attachment A at 2.



for a 1987-89 two year period. The sharing resulted from Wisconsin Bell's
ability to increase its efficiency, reduce expenses and increase revenues in
response to incentives created by the Wisconsin Commission. The issue in
the proceeding discussed by LDDS was a legitimate dispute over the amount
of the sharing refund. The consumer advocacy group and some of the
commission staff argued for larger refunds, but those arguments were rejected
by the Wisconsin Commission after extensive audits and hearings. The case
was later remanded back to the Wisconsin Commission to take further
evidence. After an additional hearing, the Wisconsin Commission increased
the refund by $3 million, but unanimously rejected the request for a larger
refund as argued by the consumer groups. Based on the foregoing, there is no
finding that Wisconsin Bell improperly over charged rate payers.

Another example of LDDS' twisting of the facts to create the illusion of
wrongdoing by Ameritech is LDDS' allegation of "cross-subsidization” by
Ameritech in 1992 based upon comments of AT&T that the RBOCs
"improperly implemented sharing and adjustment mechanisms."!! This
allegation is based upon AT&T's opposition to the RBOCs' 1992 annual access
tariff filings. AT&T was concerned about the method used by some of the
RBOCs to share earnings under the Commission's price caps plan. Ameritech
responded that it interpreted the Commission's rules as authorizing sharing
in a cost-causative manner through allocation of the sharing amounts to the
baskets in which Ameritech was able to achieve earnings above the target
levels. While the Commission eventually ordered sharing across the board
to all baskets, again there was no finding of wrongdoing by Ameritech.
Rather, the dispute simply involved a reasonable question of the

interpretation of the Commission's rules.

11 LDDS Comments at Attachment A at 4.



4. Conclusion
The Commission should initiate a rulemaking about the issues raised
in the Five RBOC'’s Petition. In addition, based upon the foregoing, the
Commission should reject LDDS’ comments that Ameritech has engaged in

anticompetitive conduct.

Respectfully submitted,
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